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DOCKET NOS. 00-0620 and 00-0621 CONSOLIDATED 

Please state your name and business address. 

Albert E. Harms, 1844 Ferry Road, Naperville, Illinois 60563-9600. 

Are you the same Albert E. Harms that previously testified in this case? 

Yes. 

What is the purpose of your surrebuttal testimony? 

I will respond to the rebuttal testimony presented by Staff witnesses Sweatman, 

Iannello and Schlaf, and the witnesses sponsored by the Citizen Utilities Board 

(“CUB”), the Cook County States Attorney’s Oftice and the People of the State of 

Illinois, (collectively, Governmental and Consumers Intervenors (“GCI”)), Mr. 

Mierzwa and Ms. Alexander. I will address their testimony as it relates to 

operation of the Customer Select program, excluding issues related to natural gas 

supplies, which are addressed by Mr. Gilmore. 

Do you have general comments to make about Staff’s and GCI’s testimonies in 

this case? 

Yes. First, I would like to note that the Company is really not proposing any 

substantial changes to what has already been in effect for the past three years. 

Simply put, the Company is requesting that its very successful Customer Select 

program be offered year-round to all customers. There are no proposed changes 

to charges that have been in place for the last three years or to the majority of the 
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rules under which customers and Suppliers operate. The program has been 

expanding each year and we anticipate that many of the Company’s almost 2 

million customers would like to have the same choices and opportunities these 

other customers have had. 

Second, Nicer Gas is the only active party in this case that has had actual 

experience in developing & operating an open access program for small 

customers. This results in many of the unsubstantiated arguments presented by 

the other parties, such as: that charges are barriers to entry to the program; tariff 

provisions favor one Supplier over another; there is massive customer confusion; 

the program can only work if severe “customer protection” provisions are added; 

and, what is “workable competition”, being based on pure speculation and theory. 

It is the market that will resolve many of these arguments. Essentially, some 

parties are attempting to regulate the market and, at the same time, argue that 

customers should be able to participate in an open market. Still others are making 

theoretical arguments without the benefit of practical business experience. 

Finally, there have been numerous references to electric unbundling in Illinois. 

However, electric unbundling is still in its infancy, has not reached the residential 

level yet, and has none of the characteristics of the more mature natural gas 

industry which has been deregulated on the commodity side for over 15 years. To 

make comparisons between the two industries is speculative and misguided, since 

no electric utility has had the experience that comes with offering unbundled 

service as long as Nicer Gas has offered it. 
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Nicer Gas’ transportation tariffs have evolved over the years based on what the 

Company has learned. As the Company stated in its petition to expand Customer 

Select, Nicer Gas does not believe that its current program will continue 

unchanged. There undoubtedly will be changes required by the market, and the 

Company will respond accordingly. This actual experience approach is far better 

than academically trying to define what the market should be like, and forcing 

customer choice to tit a theoretical mold. 

What specific issues has Staff witness Sweatman raised in his rebuttal testimony 

that you wish to respond to? 

h4r. Sweatman’s rebuttal testimony, concerning the Company’s proposed charges 

and the costs to provide the proposed services, continues to advocate somewhat 

different charges than those proposed by Nicer Gas. The Company continues to 

disagree with Mr. Sweatman’s proposals and continues to believe that Nicer Gas’ 

proposed charges, which have been in effect for three years, and in some cases 

reduced over that period of time, are just and reasonable. 

Does the Company believe that the Supplier Application Charge should remain at 

the current one-time charge of %2,000? 

Yes. Nicer Gas’ major point of disagreement with Mr. Sweatman’s opinion is on 

the amount of time the Company needs to educate the Supplier on the many 

various issues presented by the program. It is simply Mr. Sweatman’s opinion 

that 8 man-hours is sufficient time to train a Supplier. The Company’s actual 

experience is that, on average, it takes at least 24 man-hours. In many cases, the 
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Company visits the Supplier and provides ongoing education needed to answer 

the Supplier’s questions. This is particularly true due to the rather high turnover 

of employees of Suppliers necessitating more training. The Company also 

provides training on changes in procedures. As suggested by Mr. Sweatman, the 

following lists just a portion of the issues discussed by the Company and 

Information Technolouv Reoresentative 

l Hardware and sofhvare requirements 
l Electronic file description and record layout 
l Electronic file transfer process 
l Encryption process for electronic files 
. Downloading of electronic data files 

General Customer Select Prourarn Reoresentative 

. Explanation of program rules and deadlines 
l Explanation of tariff requirements 
. Explanation of various tariff charges 
. Contracts and agreements 
. Enrollment process issues 

Customer Select Onerations Renresentative 

. Day-today operational issues 
l Supply and storage issues 
l Nomination and forecasting process 
l Specific account issues 
l Billing inquires 
l Customer service issues 

-In view of the foregoing, and the Company’s knowledge of Suppliers’ ever 
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when meeting with a potential Supplier. It follows that the existing $2,000 charge 

is appropriate. 

What would the revenue impact be on the Company if the Commission accepts 

Mr. Sweatman’s proposed charge of $1,385? 

The potential revenue impact would be minimal, as the Supplier Application 

Charge is a one-time charge. If ten additional Suppliers were added to the 

program, the lost revenue would be $6,150. Obviously, Staffs proposed 

reduction to this charge is being opposed by the Company based on principle and 

not on its revenue impact. 

With respect to the $200 monthly Group Charge, is Mr. Sweatman’s presumption 

correct that fewer customers in a group results in less stafftime needed to prepare 

and input the required program information? 

As I have consistently explained throughout this proceeding, the answer is no. 

Again, it is Mr. Sweatman’s subjective opinion that more customers in a group 

requires more staff time. The Company’s experience has been, however, that it 

needs just as much time to prepare forecasts, nomination information, and billing 

reports for a group with few customers as for a group with many customers. By 

way of illustration, I have included as Surrebuttal Exhibits ABH-I and AEH-2, 

copies of two bills. Surrebuttal Exhibit AEH-I is a bill for a Supplier group with 

numerous customers and &rebuttal Exhibit AEH-2 is a bill for a Supplier group 

with few customers. As a review of these exhibits shows, the information 

provided on the respective bills is identical. As I have previously noted, even 
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though the electronic processing time to aggregate the data for each Supplier is 

different, the Company has not included computer processing time in its costs. 

Clearly, the stafftime required to complete the total process of providing the 

information is the same regardless of the group’s size. Therefore, the Company 

continues to maintain that the current Group Charge of $200 per month is 

appropriate. 

Does Mr. Sweatman adequately support his proposal to bifurcate the Group 

Charge at the 10,000 customer level? 

No. Mr. Sweatman simply looks at the number of customers each Supplier has 

and concludes that one Supplier has many customers while all the other Suppliers 

have 7,500 customers or less. Therefore, he appears to reason, allowing for some 

customer additions, 10,000 customers must be the right level. One must 

remember, however, that Mr. Sweatman has proposed that the Group Charge of 

$200 be reduced to $100 for groups with less than 10,000 customers based on his 

subjective belief that less stafftime is required for smaller groups. Nowhere does 

he quantify, nor can he quantify, a monthly savings of 2.5 man-hours for small 

groups (2.5 man-hours at $40 per hour) as assumed in his direct testimony at line 

485. 

If the Commission were to accept Mr. Sweatman’s proposal for a two-part Group 

Charge, what recommendation would you have? 

1 would recommend that each Supplier be restricted to only one group. As 

Customer Select participation expands, Suppliers should not be allowed to receive 
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a below cost Group Charge based on the number of customers they acquire by 

creating more groups to remain in the small size category. This would unfairly 

cause the Company to absorb costs for the Suppliers’ benefit. 

Moreover, if Cusiomer Select is made available to all 2 million Nicer Gas 

customers and Suppliers are restricted to only one group, I would anticipate that 

every Supplier would have over 10,000 customers and Mr. Sweatman’s two-part 

Group Charge proposal would be irrelevant. 

On page 5 of his rebuttal testimony, Mr. Sweatman discusses your interpretation 

of his testimony relative to Illinois Power’s administrative charge for electric 

delivery services. Does Mr. Sweatman properly characterize your comments? 

No. My point is that you must consider the underlying costs to be recovered by 

an administrative charge or a Group Charge before you can determine if the 

Commission did not approve recovery of similar costs, as alleged by Mr. 

Sweatman. Mr. Sweatman admits at lines 95 to 97 that he did not attempt to 

compare specific activities underlying Illinois Power’s Administrative Charge and 

Nicer Gas’ Group Charge, yet he opines that “the Rider 16 Group Charge falls 

into the category of a monthly administrative fee to alternative suppliers”. His 

argument that the Commission denied monthly fees proposed by electric utilities 

should not be translated into a bias against Nicer Gas’ proposed monthly fee, the 

Group Charge. Just because Nicer Gas and Illinois Power proposed a monthly fee 

to be applied to Suppliers does not mean they are both proposing to recover the 

same costs in the same manner, because they are not. 
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h4r. Sweatman maintains that the Company should not be permitted to recover 

$435,000 of ammal “unassigned” costs and $658,600 of “unrecovered” costs. Do 

you agree? 

only in relation to the Customer Select program since they are not identified as 

being associated with one or more of the program’s charges”. ( rebuttal 

testimony, lines 105-107) I have never heard of, nor have I seen applied, a 

standard that only permits costs directly associated with a charge to be recovered. 

That is like saying all costs associated with construction and maintenance of a 

utility’s office are unrecoverable in base rates because they are not directly 

associated with either a customer charge or a distribution charge. Under Mr. 

Sweatman’s approach, a utility would need to have an Office Charge appear on its 

bill in order to recover office costs. The standard for recovery must be that the 

costs are incurred because of Customer Select. The unassigned costs, as shown in 

the direct testimony of Mr. Sweatman in Attachment 4A, clearly satisfy this 

standard. Specifically: 

Communications/Marketing 
Relates to information that is more educational in 
nature given or made available to customers. 

$124,000 

Community/Government Relations 
Deals with community and legislative leaders on 
Customer Select issues and provide speakers 
for community groups. 

$50,000 

Implementation Team $141,000 
StaE assigned to monitor on going program requirements, 
meet with Suppliers, resolve issues, etc. 
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Auditing $80,000 
Staff to review firm transportation and supply agreements 
required of Suppliers and to monitor compliance with 
tariff provisions. 

Finance $40,000 
Staffto monitor credit worthiness, maintenance of letters 
of credit, parental guarantees, etc. 

These costs are properly recoverable, and including them in the account charge 

calculation is consistent with generally accepted cost of service study methods. 

Mr. Sweatman states that $658,600 of unrecovered costs, “should not be allowed 

to be recovered due to the uncertainty regarding whether future program shortfalls 

will actually occur” (Rebuttal testimony, lines 107 to 109). I certainly agree that 

the Company’s forecast of costs, customers and revenues is an estimate and not a 

guarantee. However, this is no different than any forecast used in Commission 

proceedings and is not a valid basis ,for arbitrarily disallowing cost recovery. 

What should be the Monthly Account Charge? 

The Company has justified $1.03 (Rebuttal Exhibit AEH-2). However, the 

Company has taken the position that its current charges should remain unchanged, 

which means the charge should continue to be $1 .OO. 

Mr. Sweatman states at the end of his rebuttal testimony that the Company has not 

adequately supported the Group Additions Charge and the mechanics of 

administering the charge was not his concern. Why did you compare Nicer Gas’ 

‘proposed current Group Additions Charge with that of electric utilities? 

My point was that the magnitude of the current Group Additions Charge is in line 

with those of other utilities when one considers how the charges are applied. I 
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Q. 
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still believe that the Company has provided ample support for continuation of the 

current $10 Group Additions Charge. 

Staff witness Iamrello contends that the Group Additions Charge should be 

eliminated and the associated costs recovered by an increase in the monthly 

Account Charge. Do you agree? 

No. This proposal, if accepted by the Commission, would be contrary to the 

Commission’s expressed policy of having cost causers pay the costs. Since the 

Company has isolated the costs required to change a customer from one Supplier 

to another Supplier, it is proper that only customers switching to another Supplier 

incur the proposed charge. Mr. Iamrello’s proposal would have customers paying 

for switching even though they may never switch. Thus, switching customers 

would be subsidized by non-switching customers. It is my understanding that the 

Commission does not advocate subsidies in any form. 

Additionally, I believe Mr. Iamtello’s concern about the $10 fee and his reliance 

on the reported average profit margin for a Supplier on a residential customer as 

being $25 versus a $200 acquisition cost is misplaced in today’s market. These 

numbers appear to be from a pre-1998 survey that neither Mr. Iannello nor Mr. 

Mierzwa has produced in response to Company data requests. Today’s gas prices 

are much higher than in 1998, widening the possibility of additional margin. I 

believe the numbers reported by Mr. Iannello would be much different for the 

Nicer Gas service territory. Certainly, by expanding Customer Select to all 2 
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million Nicer Gas customers, the average customer acquisition cost for a Supplier 

should be greatly reduced. 

What final comments do you have on Mr. Iannello’s proposal to convert the $10 

Group Additions Charge to a $0.04 increase in the Monthly Account Charge? 

I find it curious that Mr. Iannello proposes recovery of group addition related 

costs through the monthly account charge. This is in direct conflict with Mr. 

Sweatman’s cost recovery standard by which he attempts to exclude recovery for 

a substantial portion of Customer Select costs. 

Do you agree with Mr. Iannello’s contention that fees and charges for Customer 

Select disadvantage Suppliers competing with Nicer Energy L.L.C. because 

revenues could be transferred from one sister company to another? 

No. First of all, Mr. Iamrello may not be cognizant of the fact that Nicer Energy 

L.L.C. is a joint venture between Nicer Inc. and Dynegy. Therefore, there is not a 

dollar-for-dollar benefit retention for Nicer Inc. of any revenues transferred 

between Nicer Gas and Nicer Energy L.L.C. Second, Nicer Energy L.L.C. is a 

separate corporation with separate goals and objectives from those of Nicer Gas. 

This is simply a speculative opinion of both Mr. Iamrello and Mr. Mierzwa. 

Mr. Iamrello states at lines 119 and 120 that he does not expect taxing bodies to 

ignore the fact that their tax revenues are shrinking and therefore they would do 

something to offset the loss. Do you agree with Mr. Iannello? 

Intuitively, one would expect Mr. Iannello to be correct. However, the facts do 

not support his conclusion. Transportation service has been available to all Nicer 
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Gas commercial and industrial customers since 1987, and over one-half of the 

Company’s throughput is transportation gas for customers. In spite of this great 

increase in transportation, only eight municipalities have revised their tax 

ordinances to tax transportation gas (through imposition of use taxes), while 211 

municipalities have made no adjustments. Likewise, the State of Illinois and the 

Illinois Commerce Commission have not enacted tax rule changes for 

transportation customers, and all Nicer Gas customers save these taxes if they 

transport their own gas supplies. Therefore, Mr. Iannello’s expectations, while 

logical on the surface, are not supported by the facts. 

What is your response to Mr. Iannello’s comments relative to Nicer Gas having 

significant economies of scale in supply purchasing and capacity management? 

As mentioned above, Nicer Gas only provides half the gas supplies transported on 

its system and therefore has experienced a significant loss, if it ever had any, in 

economies of scale for gas purchases. Essentially, in today’s competitive gas 

market, Nicer Gas pays the same for gas commodity as any other customer in the 

Chicago area because anyone can buy gas at the Chicago citygate index price as 

published in several industry news reports. This would be Nicer Gas’ marginal 

gas cost, just as it would be for any marketer, broker or customer. Basically, there 

are no longer, if there ever were, economies of scale in gas commodity purchasing 

due to the liquidity of the gas market in the Chicago area. 
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Do you have any comments concerning the issue of a customer’s responsibility 

for paying gas supply costs originally charged to a Supplier but for which the 

Supplier does not pay? 

Yes. The Company would be willing to remove the tariff provision on this item 

and attempt to collect charges directly from the Supplier. However, this position 

would require the Company to be even more diligent in tracking Suppliers’ 

payments and gas deliveries and may require the Company to remove a Supplier 

for failure to pay its bills, to the possible detriment of customers, earlier than 

under the proposed provisions. 

What specific issues addressed by Mr. Mierzwa do you wish to comment upon? 

Mr. Mi-a touches on several of the same topics as Mr. humello and Mr. 

Sweatman. These include the purported level of profit margin for a Supplier, the 

competitiveness of the gas industry versus Customer Select, charges as being 

barriers to entry to Customer Select, issuing a single bill, potential reduced 

Company costs, and alleged benefits Nicer Energy L.L.C. may have over other 

Suppliers. I have already discussed many of these topics above and have only a 

few additional comments. 

First, Mr. Mierzwa uses the same unknown industry survey reporting an average 

acquisition cost of $200 per customer and a $25 margin per customer as cited by 

Mr. Iannello. However, Mr. Iamrello and Mr. Mierzwa have been unable to 

provide to the Company the original survey to support the claim. Moreover, 
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assuming the survey exists, it has no relation to comparable amounts for the Nicer 

Gas service territory and Customer Select. 

Second, as stated above, Nicer Energy L.L.C. is a’separate company from Nicer 

Gas and is a joint venture with a third company. Therefore, a transfer of revenue 

between Nicer Gas and Nicer Energy L.L.C., if one would take place and no one 

in this case has even alleged that such transfer has happened, is not “All in the 

Family”. 

Third, with respect to potential decreases in costs, it appears that Mr. Mierzwa has 

only found one such cost, that of reduced carrying costs for storage volumes. 

However, Mr. Mierzwa’s calculation of the carrying costs for storage continues to 

be incorrect, as I explained in my rebuttal testimony. Additionally, Mr. 

Mierzwa’s argument that Nicer Gas’ current base rates are deemed adequate to 

recover current costs until the Commission finds otherwise is misleading. I am 

sure that Pacific Gas and Electric and Southern California Edison, now facing 

bankruptcy, do not believe their current rates are adequate to recover all their 

costs simply because the California Public Utility Commission has not increased 

their rates. 

As far as the argument that such a proposal by Mr. Mierzwa is single-issue 

ratemaking, I have included as Surrebuttal Exhibit AEH-3 a response to CUB’s 

data request 5.3 which states my position on what is single-issue ratemaking. 

Again, the Company is not proposing to change any of its current Customer Select 

charges. 
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Mr. Mierzwa continues to argue that Customer Select is structured to give Nicer 

Energy L.L.C. competitive advantages. Is that true? 

No. Mr. Mierzwa’s claim of one Supplier being favored over other Suppliers is 

wrong. In fact, Mr. Mierzwa has not provided any evidence to support this 

speculative opinion. With respect to data request JDM-2 1 at page 10 of his 

rebuttal testimony, Mr. Mierzwa attempts to mislead the reader into believing that 

the Company has violated its own Standards of Conduct for the benefit of Nicer 

Energy L.L.C. A fair reading of the Company’s response to CUB data request 3.2 

(GCI Exhibit 3.2), however, shows that Nicer Gas follows and enforces its own 

Standards of Conduct. There is simply no evidence that Nicer Gas has violated 

its own Standards of Conduct. 

Mr. Mienzwa claims Nicer Gas gives preferential treatment to Nicer Energy 

L.L.C. through the transfer of employees. Please respond. 

Mr. Mierzwa apparently fails to recognize the fact that non-affiliated suppliers 

have access to Nicer Gas personnel just as Nicer Energy L.L.C. does. As I 

pointed out in my rebuttal testimony, former Nicer Gas employees are working 

for many marketers, brokers and suppliers. In fact, when a Nicer Gas employee 

accepts a job at Nicer Energy L.L.C., which in any event has not happened for 

over three years, it is the same as accepting a job at any non-affiliated company. 

Nicer Energy has a different location, different salary structure, different benefits 

and different job descriptions. Any employee changing jobs between the 

companies completely severs ties with the former company. 
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Q. 

A. 

Additionally, Mr. Mierzwa overstates these employees’ impact on Nicer Energy 

L.L.C.‘s success with Customer Select. The fact of the matter is that only two of 

the eight former Nicer Gas employees have had anything to do with Nicer Gas’ 

traditional non-Customer Select transportation services. The other six are 

accountants by background and job experience at Nicer Gas. I fail to see how 

these accountants could be deemed to have translated their skills into Nicer 

Energy L.L.C.‘s market share. 

Finally, Mr. Mierzwa provides no support for his claim on page 11 that Nicer 

Energy’s ability to attract Nicer Gas employees is greater than that of other 

suppliers. I am totally in the dark as to how Mr. Miemwa would know all the job 

offers made to the many individual employees at Nicer Gas that have switched 

jobs to marketers, brokers and suppliers so that such a claim could reasonably be 

made. 

Mr. Mierzwa claims that under Customer Select workable competition does not 

exist. Please comment. 

I have responded to Mr. Mierzwa’s claim in my rebuttal testimony. I would only 

point out that this issue was extensively argued in proceedings relating to affiliate 

transactions with electric utilities in Docket Nos. 98-0013 and 98-0035 

Consolidated. In that case, Dr. Kevin Murphy testified that, “If entry is 

sufficiently easy, an industry could be vigorously competitive with only a single 

firm” (Rebuttal testimony page 6, line l-3). I agree with Dr. Murphy and 

continue to believe that there is competition in Customer Select. 
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GCI witness Alexander continues to advocate that the Company needs to do much 

more in the way of consumer education. Do you agree? 

I agree with Ms. Alexander that consumer education is important. It should be the 

common goal of all the participants in Customer Select to provide educational 

materials and training to customers that are interested. Knowledgeable customers 

will encourage development of new products and services. 

Mr. Iannello’s rebuttal testimony addresses the direct testimony of GCI witness 

Alexander. Specifically, he recommends at page 18, lines 355 through 357 that a 

workshop be set up to address the consumer education issues Ms. Alexander 

addressed. Does the Company agree that such a workshop could be useful? 

Yes. As I stated in my rebuttal testimony, Nicer Gas is not categorically opposed 

to Ms. Alexander’s recommendations concerning customer education. The 

Company believes that a workshop concerning customer education would be 

appropriate, and Nicer Gas would be willing to host such a workshop at the 

conclusion of these proceedings. However, the Company continues to have 

difficulty reconciling Ms. Alexander’s beliefs that Nicer Gas must do 

substantially more in consumer education when her fellow witness, Mr. Mierzwa, 

is against any recovery of costs. Of course, the Company is willing to work with 

other participants to develop educational materials, but only to the extent it has 

budgeted. 

Ms. Alexander has raised the issue of a potential lack of consumer protection in 

22 the Customer Select program. Do you share her concerns? 
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First, Ms. Alexander weaves into her testimony a claim that consumer protection 

is more important in the natural gas industry than other industries because, “the 

lack of home heating has significant health and safety impacts” (Rebuttal page 4, 

lines 14-15). This implies that an unreliable supplier results in a customer having 

no gas service. This is simply not true. The Company has designed Customer 

Select in a manner that assures that all customers will receive required gas 

supplies. As such, consumer protection issues cannot be directly tied to a 

customer’s reliability of service. 

Of course, Nicer Gas is aware that in any industry there is the potential for some 

consumers to be taken advantage of. It happens every day in every industry and, 

in that respect the natural gas industry is no different than any other. However, 

speaking as a non-attorney, I would certainly think that all natural gas customers 

have access to existing consumer protection laws. If a customer has a problem 

with a Supplier it can seek a correction either through the complaint procedures of 

the Commission or through the court system. Since these protections already 

exist, any additional protections that Ms. Alexander suggests that are specific to 

the natural gas industry should be considered for all utilities and not just the 

Customer Select program. Accordingly, generic hearings and workshops are 

more appropriate for consideration of these issues. 

Ms. Alexander refers to complaints that CUB and the Illinois Attorney General 

have received concerning Customer Select. Do you having any comments on 

these complaints? 
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A. Yes. Both CUB and the Attorney General’s Offrce have submitted complaints 

they have received concerning Customer Select. CUB has attached exhibits to 
97 

Mr. Cohen’s testimony of JQalleged complaints, and Mr. Hurley has attached 

three complaints to his testimony. However, in reviewing Mr. Cohen’s 
93 

attachments to his testimony, it appears to me that 2gr items are not complaints but 
37 

simply requests for information on Customer Select, whereas the other ‘wt items 
23 

can be considered complaints. One complaint is against CUB and M( are related 

to activities under Customer Select. 

I believe the Commission needs to consider these X complaints in the context of 

the entire program. Over 110,000 customers participate in Customer Select and, 

as of the end of 2000, the Company has issued about 1.7 million bills. In the first 

year of the program, 150,000 customers were solicited by Suppliers to sign-up. In 

year two, 235,000 customers were eligible, and in years three and four, 440,000 

customers were eligible. Assuming two contacts per customer, over 2.5 million 

Q. 

A. 

contacts have resulted inZQ complaints. Viewed in this context, it is rather 

amazing that there are so few complaints. While the Company would, of course, 

prefer that there be no complaints, the minimal number of complaints shows that 

the Company has designed a good program. 

What comment do you have on Ms. Alexander’s statement that it is unlikely that 

Nicer Gas would police the advertising and conduct of Suppliers? 

I believe she is correct to a certain extent. The Company does not view itself as 

an omnipresent force that could or would oversee every nook and cranny of the 
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industry. Rather, Nicer Gas would react in a timely and efficient manner to assist 

any customer with a valid complaint. However, as in any competitive industry, 

the Company believes that it is generally appropriate to rely on the market to 

weed out any Suppliers that are unethical or do not perform as required. In 

addition, the Company lacks the ability to force other companies to take particular 

actions. Other than removing Suppliers from the program for not complying with 

the Standards of Conduct, the Company’s enforcement role is limited. 

Ms. Alexander stresses the actions taken in other states such as Pennsylvania and 

Ohio to protect consumers and suggests that Illinois should follow suit. What 

comments do you have on this issue? 

I find it interesting that at page 10 of her rebuttal testimony she lists problems that 

consumers in these states are facing in spite of all these alleged consumer 

protections. In addition, at line 8 on page 10, she concludes that recent 

experiences in those states would “indicate the need for more, not less, consumer 

protection and oversight by state regulatory commissions”. Obviously, as shown 

by recent events, the market is going to override the best intentions of mere 

mortals. 

Ms. Alexander’s final issue in her rebuttal testimony concerns the issue of 

whether or not third parties should be allowed to issue bills that include the 

utility’s charges. What comments do you have on this issue? 
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Nicer Gas currently opposes allowing any other entity to issue a bill for its 

charges under Customer Select. For the most part, Ms. Alexander has highlighted 

concerns that are shared by Nicer Gas. 

Staffwitness Schlafalso addresses the single bill issue. What comments do you 

have on Dr. Schlafs testimony? 

Not having been involved in the electric deregulation cases, Dr. Schlaf has 

thoroughly contused me with his description of the rules or absence of rules in the 

electric business. It appears to me that, throughout his testimony, he is mixing 

and matching single billing through a Single Bill Option (SBO) tariff, a Retail 

Energy Supplier (RES) account agent and a non-RES account agent to coincide 

with the argument he is attempting to make. 

However, before I respond to Dr. Schlaf s many recommendations, I wish to point 

out that the numerous single billing rules and regulations that apply in the electric 

industry in Illinois that Dr. Schlaf holds up as the standard have not yet reached 

the residential level. Not one electric supplier has issued a bill for electric service 

to one residential customer. Gas utilities in Illinois, on the other hand, have 

successfully dealt with single billing for large and small commercial and 

industrial customers for many years without regulation by the Commission. The 

market evolved in a manner where it became appropriate to have Suppliers bill 

large commercial and industrial customers, and the same may ultimately happen 

with residential customers. But that remains to be seen. 
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1 would also like to point out that many of the recommendations of Dr. Schlaf 

would increase the operating costs of Cuslomer Select for both the Company and 

Suppliers. As an example, Dr. Schlafrecommends on page 4 that Suppliers 

operating in the program obtain switching authorization from customers by means 

of a document that is similar to the Letter of Agency required by suppliers selling 

power to electric customers. However, the success of Customer Select has been 

significantly enhanced by the paperless, electronic signup process. Requiring a 

Letter of Agency document would negate the electronic process and increase 

costs to both the Company and Suppliers. Any incremental costs to the Company 

should be passed through to the Supplier in the Monthly Account Charge. A 

Letter of Agency document would make the signup process more cumbersome for 

Suppliers and increase their acquisition costs, resulting in lower profit margins. 

Dr. Schlafs position would appear to be in conflict with that expressed by Staff 

witnesses Iannello and Sweatman, who argue that such costs are barriers to entry 

in the program. 

Dr. Schlaf makes a comparison between single-billing services offered by electric 

utilities, as required by law, and those available to “account agents”. What is 

your understanding of single-billing offered by electric utilities? 

It is my understanding that “The Electric Customer Choice and Rate Relief Law 

of 1997” requires each electric utility under Commission jurisdiction to offer a 

single-billing option (YBO”). This provision does not, however, apply to gas 

utilities, so I believe it is beside the point. 

Q. 

A. 
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What is your understanding on how an “account agent” can offer a single-billing 

service to its customers? 

An alternative retail supplier, by acting as the agent for the customer, is entitled to 

receive the customer’s bill. The account agent takes the utility’s charges from this 

bill, adds its own charges and then sends the final bill to the customer. 

Are you surprised by Dr. Schlaf s statement on page 5 that only two, possibly 

three alternative electric suppliers are offering single billing, SBO, services? 

No. Given that an alternative electric supplier can avoid significant costs by 

acting as an agent instead of using the utility’s SBO rate, it is certainly not 

surprising that few alternative electric suppliers offer a single-billing service 

under an SBO. 

What is your opinion of allowing account agents to bill Cuslomer Select charges? 

The Company’s proposed tariffs do not allow a participant in Customer Select to 

designate a Supplier to receive its bill. As Dr. Schkfs testimony shows, doing so 

would allow the Supplier to avoid informing the customer of the information that 

Nicer Gas is required to provide under 83 Illinois Administrative Code, Part 

500.330. 

I believe all the parties to this proceeding would agree that the bill is the most 

important communication tool the utility has to directly contact the customer. 

That is precisely why Suppliers want to do the billing. However, the account 

agent can circumvent all the Commission’s rules concerning billing because they 

are inapplicable. By acting as the account agent, a Supplier minimizes the costs 



1 of providing a combined bill but is not required to provide Commission required 

2 ~information. 

3 Q. On pages 7 and 8 of his testimony, Dr. Schlafdiscusses the number of customers 

4 using agents and why Suppliers operate as agents. Do you have any comments? 

5 A. I would like to stress that the percentages of customers using agents are for non- 

6 residential customers and agency may not be an appropriate way to handle large 

7 volumes of small customers, which are the object of Customer Select. 

8 As to Dr. Schlafs second reason for suppliers operating as agents to relieve the 

9 burden of figuring out how to navigate through the deregulated energy market, 

10 that rationale would appear to be relevant for electric customers but not natural 

11 gas customers. As I have previously stated, the natural gas market has been 

12 deregulated for many years and it is quite simple to find a supplier and purchase 

13 gas. In fact, over 15,000 Nicer Gas customers are still on the Company’s 

14 traditional transportation service tariffs benefiting from open access 

15 transportation. 

16 Q. Do you disagree with Dr. Schlafs three reasons for suppliers to offer single 

17 billing services? 

18 A. I would tend to agree with the first reason, that some customers may want single- 

19 billing. However, I do not believe that they necessarily want the combined bill to 

20 come from the Supplier. They may prefer to have the combined bill come from 

21 the utility. 

-24- 
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1 would also agree with his second reason that Suppliers want to be the single 

point of contact with the customer. 

Unfortunately, I cannot agree with his third reason because I don’t see how 

single-billing allows Suppliers to develop innovative pricing offers. Even Dr. 

Schlafs examples have nothing to do with pricing offers but simply “bundling” or 

combining one charge with another. In my opinion, innovative pricing offers 

would be various types of fixed pricing, variable pricing, and budget programs 

which a Supplier can offer irrespective on how the bill is formatted. 

Why is it appropriate that Suppliers participating in Cz&omer Select not be 

allowed to act as account agents? 

Dr. Schlafcorrectly points out that traditional transportation customers can 

appoint an account agent and in that manner receive a combined bill. However, 

this option is only available to non-residential customers. The Company is 

proposing to expand Customer Select to all 1.8 million residential customers. 

Allowing Suppliers to act as account agents for this many customers would result 

in the Company and the Commission losing contact with them, or at least having 

far less contact. For residential and small commercial customers, the loss of 

contact with the Company cannot be permitted to happen. The safety of 

customers is dependent on them knowing who to call in an emergency. Gas 

safety issues are distinct from electric safety issues and many times require a 

prompt response by the Company. Any delay in responding to a customer’s call 

where a gas leak is involved could have severe consequences. The utility losing 
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contact with the customer could result in leak and emergency calls being 

misdirected to their Supplier, which could delay or even eliminate a utility 

response. When customers become more familiar with Customer Select and 

understand that Nicer Gas is the entity to call in an emergency, the Company 

would then consider allowing Suppliers to issue our bill. However, now is not the, 

time. 

Would you comment on Dr. Schlaf’s discussion of the ten reasons you stated in 

your rebuttal testimony for not offering single billing by Suppliers? 

Yes. It is unclear which of Dr. Schlafs responses are related to single billing 

under an SBO, RES account agency or non-RES account agency when he refers 

to the electric industry. I will only comment based on account agency as RES and 

non-RES have no bearing on gas utility Suppliers. I still believe each reason I 

gave supports not allowing a Supplier to single bill under Customer Select. My 

comments for each reason are as follows: 

1) I believe Dr. Schlafs testimony actually supports my view that the 

Company would not be able to comply with Parts 280 and 500 because Suppliers 

would be offering single billing as account agents. As an account agent, the 

Commission cannot control what is or is not communicated to the customer. 

Dr. Schlafs reliance on the electric industry’s minimal experience with 

deregulation and even less experience with single billing services cannot 

reasonably offset the fact that, with one Supplier responsible for thousands of 

customers, Nicer Gas’ credit risk would be increased. 
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31 Dr. Schlafpoints out that determining how various types of payments are 

handled can result in costly investments by Nicer Gas and Suppliers. Nicer Gas’ 

response to this would increase program costs and costs for Suppliers. Thus, Dr. 

Schlaf is encouraging adding costs, while other Staff witnesses support positions 

designed to decrease costs to reduce alleged barriers to entry. Dr. Schlaf also 

acknowledges, “the larger the volume of customers, the more diffkult the 

administrative burdens”. Participation in Customer Select already exceeds 

participation in electric choice programs for the entire state of Illinois. 

4) Again Dr. Schlafs proposal to have Nicer Gas periodically send a limited 

number of messages directly to customers would add to the cost of the program 

which, according to other Staff witnesses, would decrease competition and raise 

barriers to entry. Moreover, there is no requirement for Suppliers to forward 

Company communications to either residential or non-residential customers. I 

see no conflict with allowing non-Customer Select transportation customers to use 

account agents because these are non-residential customers. 

5) Customer billing information is not used by the Supplier to determine and 

manage supplies for the individual customer because the Company determines the 

daily nominations for the Supplier. This contrasts with non-Customer Select 

Suppliers who are responsible for determining how much gas to bring into the 

system for each customer each day. 

6) No comment. 
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7) Lacking the single-billing option has not hindered increased participation 

in Customer Select. Irrespective of which Suppliers or how many Suppliers there 

are serving the customers, there are more customers in Customer Select today 

than ever before. Dr. Schlafs opinion that the virtually non-existent deregulated 

electric industry is a better model for allowing single billing service in this case 

rather than the highly competitive telephone industry is baseless. 

8) With respect to the cost of allowing single billing by Suppliers, the entire 

cost would be an incremental cost to Nicer Gas because Nicer Gas’ single billing 

service is already operational. 

9) Allowing a Supplier to provide single billing would require significant 

programming time. With an order in this case anticipated in July, 2001, the 

Company’s proposed implementation date of March, 2002 would in all likelihood 

not be achievable. 

10) The Company would need to consider increasing Supplier deposits if 

single billing by the Supplier were allowed. Again, Dr. Schlafs proposal would 

increase Suppliers’ costs, while the other StaRwitnesses are arguing to decrease 

costs. 

Finally, I would like to mention that, after investigation of The Peoples Gas Light 

and Coke Company’s small volume transportation pilot program, the Commission 

found that it was not appropriate to order Peoples to allow single billing by 

Suppliers. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

Q. 

A. 

Q. 

A. 

Q. 

A. 

- 29 - 

Dr. Schlafalso recommended that Nicer Gas not supply a customer’s credit 

history and payment history as a part of its routine response to a Supplier’s 

request for customer information. What is Nicer Gas’ policy with respect to a 

customer’s credit and payment history? 

Nicer Gas does not routinely provide this information. However, if the Supplier 

has authorization from the customer to receive this information from Nicer Gas, 

the Company till provide it for a fee. 

Dr. Schlafalso recommends that Nicer Gas send notification letters to customers 

after receiving notices from Suppliers. What is the Company’s position on 

notifying customers? 

Nicer Gas currently sends the notification to the customer the day after the 

Company receives the enrollment information from the Supplier. The Supplier 

may also be sending a notification to the customer. Nicer Gas intends to continue 

to send a notice for the foreseeable future, even though it is not a requirement of 

the proposed tariffs. However, the proposed tariff does require the Supplier to 

also send a notice to the customer. The Company’s intent is to eventually have 

only the Supplier send the notice. 

Does this conclude your surrebuttal testimony? 

Yes. 
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Northern Illinois Gas Company 
d/b/a Nicer Gas Company 

Response to: 
Citizens Utility bard 

HI. C. C. Docket Nos. OO-MU) and 00-0621 Consolidated 
Fiftb Data Reauest 

CUE 5.3 Q. On p. 25 Mr. Harms refers to a recommendation by Mr. Mierzwa as 
“single issue ratemaking.” Please define the term “single issue 
ratemakiug” and state the source of the definition. 

A. Mr. Harms used the Illinois Supreme Court’s definition of “single issue 
ratemaking.” According to the Court, “single issue ratemaking” is a 
ratemaking principle that: 

recognizes that the revenue formula is designed to determine a 
utility’s revenue requirement based on the utility’s aggregate costs 
and demsnd. [citation omitted]. The rule prohibits the 
Commission f?om considcrirtg changes to components of the 
revenue requircmcnt in isolation. Consideration of any one item in 
the revenue formula in isolation risks understatement or 
overstatement of the revenue requircmcnt. [citation omitted]. 
Citizens Util. Ba! v. Illinois Commerce Comm’n, (1995). 166 Il1.2d 
111,13637,651 N.E.2d 1089,1102, reh’gdenied(citing Bwiness 
and Prof I People for the Pub. Interest v, Illinois Commerce 
Comm’n, (1991), 146 111.2d. 175,244-45,585 N.ESd 1032, 1061- 
62). 

*** 
when the Commission examines costs within the framework of a 
proposed change in base rates, the regulatory principle that 
prohibits single-issue ratemaking requires the Commission to 
examiue the impact of the expense on the utility’s overall revenue 
requirement. Citizens. 166 ll1.2d at 137,651 N.E.2d at 1102. See 
aho Archer-Daniel-Midland Co. v. lllinob Commerce Comm 51, 
(1998). 184 Ill.2d 391,401,704 N.E.2d 387,392 (same). 

Compauy Witness: Albert E. Harms 


